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SECURITIES AND EXCHANGE
COMMISSION

Submission for OMB Review;
Comment Request

Upon Written Request, Copies Available
From: Securities and Exchange
Commission, Office of Filings and
Information Services, Washington, DC
20549

Existing collection in use without an OMB
Number:
Rule 8c-1, SEC File No. 270-455, OMB
Control No. 3235—new

Notice is hereby given that pursuant
to the Paperwork Reduction Act of 1995
(44 U.S.C. 3501 et seq.), the Securities
and Exchange Commission
(“Commission”) has submitted to the
Office of Management and Budget
requests for approval of the following
rule: Rule 8c-1.

Rule 8c-1 generally prohibits a
broker-dealer from using its customers’
securities as collateral to finance its own
trading, speculating, or underwriting
transactions. More specifically, the rule
states three main principles: first, that a
broker-dealer is prohibited from
commingling the securities of different
customers as collateral for a loan
without the consent of each customer;
second, that a broker-dealer cannot
commingle customers’ securities with
its own securities under the same
pledge; and third, that a broker-dealer
can only pledge its customers’ securities
to the extent that customers are in debt
to the broker-dealer. See Securities
Exchange Act Release No. 2690
(November 15, 1940); Securities
Exchange Act Release No. 9428
(December 29, 1971). Pursuant to Rule
8c—1, respondents must collect
information necessary to prevent the
rehypothecation of customer securities
in contravention of the rule, issue and
retain copies of notices to the pledgee of
hypothecathion of customer accounts in
accordance with the rule, and collect
written consents from customers in
accordance with the rule. The
information is necessary to ensure
compliance with the rule, and to advise
customers of the rule’s protection.

There are approximately 258
respondents per year (i.e., broker-
dealers that carry or clear customer
accounts that also have bank loans) that
require an aggregate total of 5,805 hours
to comply with the rule. Each of these
approximately 258 registered broker-
dealers makes an estimated 45 annual
responses, for an aggregate total of
11,610 responses per year. Each
response takes approximately 0.5 hours
to complete. Thus, the total compliance
burden per year is 5,805 burden hours.

The approximate cost per hour is $20,
resulting in a total cost of compliance
for the respondents of $116,100 (5,805
hours @ $20 per hour).

The retention period for the
recordkeeping requirement under Rule
8c—1 is three years. The recordkeeping
requirement under this Rule is
mandatory to ensure that broker-dealer’s
do not commingle their securities or use
them to finance the broker-dealers
proprietary business. This rule does not
involve the collection of confidential
information.

An agency may not conduct or
sponsor, and a person is not required to
respond to, a collection of information
unless it displays a currently valid
control number.

Written comments regarding the
above information should be directed to
the following persons: (i) Desk Officer
for the Securities and Exchange
Commission, Office of Information and
Regulatory Affairs, Office of
Management and Budget, Room 10202,
New Executive Office Building,
Washington, DC 20503; and (ii) Michael
E. Bartell, Associate Executive Director,
Office of Information Technology,
Securities and Exchange Commission,
450 Fifth Street, NW., Washington, DC
20549. Comments must be submitted to
OMB within 30 days of this notice.

Dated: September 16, 1998.
Jonathan G. Katz,
Secretary.
[FR Doc. 98-25229 Filed 9-21-98; 8:45 am]
BILLING CODE 8010-01-M

SECURITIES AND EXCHANGE
COMMISSION

[Release No. 34-40441; File No. SR-NASD—
98-49]

Self-Regulatory Organizations; Notice
of Filing of Proposed Rule Change and
Amendment Nos. 1 and 2 Thereto by
the National Association of Securities
Dealers, Inc. Relating to NASD Code of
Arbitration Procedure Rule 10335
(Injunctive Relief Rule)

September 15, 1998.

Pursuant to Section 19(b)(1) of the
Securities Exchange Act of 19341 and
Rule 19b—4 thereunder,2 notice is
hereby given that on July 16, 1998, the
National Association of Securities
Dealers, Inc. (“NASD”), through its
wholly-owned subsidiary, NASD
Regulation, Inc. (““NASD Regulation™)
filed with the Securities and Exchange
Commission (‘““Commission’’) the

115 U.S.C. 78s(b)(1).
217 CFR 240.19b—4.

proposed rule change as described in
Items I, I, and 11l below, which Items
have been prepared by NASD
Regulation.3 The Commission is
publishing this notice to solicit
comments on the proposed rule change,
as amended, from interested persons.

l. Self-Regulatory Organization’s
Statement of the Terms of Substance of
the Proposed Rule Change

NASD Regulation is proposing to
amend Rule 10335 of the NASD’s Code
of Arbitration Procedure (*‘Code”) to
clarify and improve the rule and to
make it a permanent part of the Code.
Below is the text of the proposed rule
change. The proposed language (which
is italicized) would replace the existing
rule (which is in brackets) in its
entirety.

* * * * *

RULES OF THE ASSOCIATION

10000. CODE OF ARBITRATION

PROCEDURE
10300. UNIFORM CODE OF

ARBITRATION
10335. [Injunctions

In industry or clearing disputes
required to be submitted to arbitration
pursuant to Rule 10201, parties to the
arbitration may seek injunctive relief
either within the arbitration process or
from a court of competent jurisdiction.
Within the arbitration process, parties
may seek either an “interim
jurisdiction” from a single arbitrator or
a permanent injunction from a full
arbitration panel. From a court of
competent jurisdiction, parties may seek
a temporary injunction. A party seeking
temporary injunctive relief from a court
with respect to an industry or clearing
dispute required to be submitted to
arbitration pursuant to Rule 10201 shall
simultaneously file a claim for
permanent relief with respect to the
same dispute with the Director in the
manner specified under this Code. This
Rule contains procedures for obtaining
an interim injunction. Paragraph (g) of
this Rule relates to the effect of court-
imposed injunctions on arbitration
proceedings. If any injunction is sought
as part of the final award, such request
should be made in the remedies portion
of the Statement of Claim, pursuant to
Rule 10314(a).

(a) Single Arbitrator

3NASD Regulation filed two amendments to the
proposed rule change. See Letters from Joan C.
Conley, Secretary, NASD Regulation to Katherine A.
England, Assistant Director, Division of Market
Regulation, Commission, dated September 9, 1998
(“Amendment No. 1"") and September 10, 1998
(“Amendment No. 2""). These amendments made
several clarifications which are incorporated into
this Notice.



